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India’s Budget for 1956-57 


Presenting the annual budget in Parliament on Febru- 
ary 29, the Indian Minister of Finance announced that, 
instead of the revenue budget deficit of Rs 174 million 
anticipated for the current fiscal year ending March 31, 
1956, a surplus of Rs 123 million is now expected, owing 
mainly to larger receipts from excise duties and savings 
in defense expenditures. The over-all deficit, including 
the capital budget, in the current fiscal year is expected 
to be Rs 2.22 billion, against the Rs 3.27 billion originally 
estimated. 

The revenue deficit for the financial year 1956-57 is 
estimated at Rs 518 million at the existing level of taxa- 
tion, and at Rs 177 million when account is taken of the 
estimated gain of Rs 341 million from the new tax meas- 
ures proposed in the budget. To the revenue deficit should 
be added the proposed capital outlay of Rs 3.17 billion, 
and loans and assistance to the state governments and 
other bodies amounting to Rs 3.86 billion, bringing the 
total “ways and means” requirements to Rs 7.55 billion 
at the existing level of taxation, and to Rs 7.21 billion 
on the basis of the new tax proposals. 

The budget anticipates for 1956-57 total receipts of 
Rs 3.65 billion on capital account (new loans, Rs 1.00 
Rs 0.70 billion; foreign aid, 


Rs 0.85 billion; miscellaneous debts and deposits, Rs 1.10 


billion; “small savings,” 
billion), leaving an over-all deficit, to be financed by the 
issue of Treasury bills, amounting to Rs 3.90 billion at 
the existing level of taxation, and to Rs 3.56 billion on 
the basis of the new tax proposals. 

The Minister’s tax proposals place considerable empha- 
sis on excise duties: there will be higher duties on cotton 
fabrics (other than dhotis and saris), artificial silk fab- 
rics, soap, and strawboard, and new excise duties on non- 
essential vegetable oil, diesel oil, furnace oil, and vaporiz- 
ing oil. Certain import duties will be increased, including 
those on flashlights, flashlight cases, and liquid gold. The 
tea export duty applicable to the price range of Rs 3.25- 
Rs 4 per pound will be reduced. Postal registration and 
inland telegram charges will be increased. An increase in 
income tax in the upper brackets (i.e., on incomes in excess 
of Rs 70,000) is proposed. Other proposals include a tax 
on registered firms with incomes in excess of Rs 40,000; 


Europe 


Sterling Area Reserves 
The gold and dollar reserves of the sterling area rose 
by $61 million in February, to $2,210 million. This was 


an additional graduated supertax on corporation divi- 
dends above 6 per cent; a tax on bonus issues; an in- 
“section 23-A 
companies” (in which not less than 60 per cent of the 


crease in the penal supertax payable by 


shares are controlled by less than six persons) in respect 
of undistributed profits; the withdrawal of rebate to other 
companies in respect of undistributed profits; and an in- 
crease in the taxation of foreign companies operating 
through Indian branches to the level of the taxation of 
foreign companies operating through Indian subsidiaries. 
The changes in the excise duties are expected to yield 
Rs 250 million in 1956-57, and the changes in the taxes 
on income and profits are expected to increase the central 
revenues by Rs 82 million. The other changes taken to- 
gether will increase the revenues by only Rs 9 million. 


Referring to the balance of payments, the Minister ob- 
served that, on the basis of data for the first nine months 
of 1955, the year as a whole might show a current account 
surplus of about Rs 350 million (US$74 million), against 
a deficit of Rs 40 million ($8 million) in 1954. The ster- 
ling balances were Rs 7.35 billion at the end of 1955, 
against Rs 7.31 billion at the end of 1954. The dollar 
position had also improved, and India had made a net 
contribution of $53 million to the sterling area central 
reserves in 1955, compared with a net withdrawal of 
$15 million in 1954. In spite of the satisfactory payments 
position, the increase in the tempo of expenditure on 
development programs envisaged during the period of the 
Second Five Year Plan would impose a heavy strain on 
India’s balance of payments in the future, the Minister 
warned. 

India expects to receive external assistance under the 
Colombo Plan in 1956-57, including assistance from the 
United States, amounting to Rs 750 million ($158 mil- 
lion), as well as a credit from the Soviet Government 
during the year equivalent to about Rs 100 million ($21 
million), to finance the importation of plant and equip- 
ment.for the Bhilai steel mill (see page 281, below). 
Sources: The Times of India, Bombay, India, March 1, 


1956; Embassy of India, /ndiagram, Washing- 


ton. D.C., March 2, 1956. 


the largest monthly gain since May 1954, and reflected 
mainly a surplus of $65 million in the balance of “ordi- 
Ree eipts of US. 


nary” gold and dollar transactions. 


defense aid totaled $6 million in February. and there 





were payments of $8 million to EPU in settlement of the 


January of $2 million to EPU 


deficit and bilateral 
creditors. 

The inflow appears to reflect a real improvement in 
the sterling area’s payments position, rather than an in- 
flow of short-term funds or “bear” covering after the rise 
of the bank rate. But continental dealers still seem to be 
keeping themselves short of sterling, so that further sup- 
port for sterling may be expected as confidence revives. 
This cautious attitude may be due to the fact that the 
reserves did not rise further at a time when the sterling 
area's earnings from wool, coffee, cocoa, and other com- 
modities are normally high. The increase in the deficit 
with EPU, from £4 million in January to £8 million in 
February, may reflect a continued heavily adverse U.K. 
trade balance with OEEC countries as well as monthly 
payments of £2 million to Sweden, due in the first quarter 
of this year. It may also reflect the sterling area’s pay- 
ments with other parts of the non-dollar world, insofar 


as it results from the spending of transferable sterling in 


OEEC countries by non-dollar countries outside Europe. 


Source: The Times, London, England, March 3, 1956. 


U.K. Money Supply 


Aggregate “net” deposits of the London clearing banks 
fell by the record amount of £291.9 million, to £5,899 
million, in the four weeks ended February 15. The fall is 
reflected in the Lloyds Bank seasonally adjusted index of 
“net” deposits, which declined by 0.7 points, to 105.6 
(1948=100); in February 1955 the index rose by 0.9 
points, to 112.0, the highest yet recorded. 

lhe main counterpart of the fall in deposits is a de- 
crease of £280.8 million in Treasury bill holdings; this is 
the first such decline since June 1955, and represents a 
normal seasonal repayment of short-term debt by the 
Government from the inflow of revenue in the first quar- 
ter of the calendar year. The banks’ cash holdings fell 
by £17.7 million, and call money by £18.6 million. Their 
aggregate liquid assets fell by £318.9 million, reducing 
their liquidity ratio by 3.4 points, to 34.2 per cent; in 
February 1955 the ratio declined from 34.4 per cent to 
31.3. 

Investments were reduced by £9.2 million in February, 
mainly because of reductions in the security portfolios of 
two banks. Advances, as is usual in the tax-gathering 
season, turned upward, but the rise in advances was only 
£38.8 million, compared with a rise of £107.3 million a 
year ago. The present total of advances is £134.6 million 
below the level a year ago, and £321.2 million below 
the peak reached in June 1955. 

Source: The Financial Times, London, England, March 1, 
1956. 


U.K. Industrial Production 


Industrial production in the United Kingdom in Janu- 
ary 1956 is estimated to have been 3 to 354 per cent 
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higher than in January 1955. In the final quarter of 
1955, the increase over a year earlier was 4.1 per cent, 
and the average increase during 1955 was 5.1 per cent. 
The preliminary index for January is 139/140 (average 
1948 = 100), compared with 135 in January 1955 and a 
peak of 146 reached in November 1955. When adjusted 
for seasonal variation, the index of output shows little 
change in the past four months. On the same basis, U.K. 
output now appears to have risen steadily until May 1955, 
dropped four points in June following the dock and rail 
strikes, and then gradually recovered during the autumn 
to a level approximately equal to the peak reached in the 
early summer. 

In general, the output of capital goods continues to 
rise, though more slowly than at the beginning of 1955. 
But the output of most durable consumer goods, includ- 
ing domestic appliances, automobiles, and radio and 
television sets, is now lower than a year ago. Output of 
these goods began to turn down in November and De- 
cember, but the sectors where the decline has reached 
serious proportions (mainly domestic appliances) ac- 
count for only a small part of total industrial output. 
Source: The Financial Times, London, England, Febru- 

ary 29, 1956. 


Economic Impact of the Cold Weather in France 


The exceptionally cold weather in February inflicted 
serious losses in France on wheat, citrus fruits, vegetables, 
flowers, and oyster banks. The wheat harvest is now 
estimated, before spring resowing, at 60-65 million quin- 
tals (1 quintal—=100 kilograms), against more than 100 
million quintals in 1955 of which about one fifth was 
expected to be exported. The surpluses of 8 million quin- 
tals which had been accumulated by the end of 1955 will 
be inadequate to make up for these losses. Many orange 
and olive trees were also destroyed in the south of France. 
The perfume industry in the southeast will face difficulties 
as a result of extensive losses of flowers, and vegetable 
and fruit production will be sharply reduced. Emer- 
gency measures prepared by the Government include 
short-term and long-term low-interest credits and specific 
tax reductions for farmers, and the authorization of. spe- 
cial imports of products which are temporarily in short 
supply. 

Sources: Le Monde, Paris, France, February 19 and 20, 
1956. 


Benelux Countries as Single Entity in Foreign Trade 


The Benelux countries—Belgium, the Netherlands, and 
Luxembourg—will in the future be regarded as a single 
country in intra-European trade, according to a recent 
decision of the Organization for European Economic Co- 
operation (OEEC). From now on, the obligations re- 


garding liberalization of trade of the three countries, as 
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OEEC members, will be met by the common liberalization 
measures adopted by them. 

Until recently, each of the three countries took its own 
steps regarding liberalization, and OEEC decisions in this 
respect related to each of them. When, on January 14, 
1955, the Organization decided to raise the compulsory 
global level of liberalization to 90 per cent (see this News 
Survey, Vol. VII, p. 229), the Benelux countries, in carry- 
ing out the decision, unified their measures and sub- 
mitted a single list to OEEC. The percentage achieved 
by Benelux is 91.1 per cent for the total of their imports 
from other member countries. 


Source: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, January 25, 


1956. 


Foreign Loan Issues in the Netherlands 
The Standard Vacuum Oil Company of New York re- 


cently borrowed directly from various Netherlands insti- 
tutional investors f. 45 million (US$11.8 million) and its 
branch in The Hague borrowed f. 30 million ($7.9 mil- 
lion). The loans were issued at 444 per cent and are to 
be amortized from 1971 to 1975. The proceeds will be 
used to finance investments in the Philippines, India, and 
Japan. Another oil company, Caltex, also concluded with 
certain Netherlands institutional investors a loan agree- 
ment for f. 40 million ($10.5 million) at 444 per cent. 


The proceeds of this loan are to be used for financing 

the construction of two tankers. 

Source: De Maasbode, Rotterdam, Netherlands, Febru- 
ary 24, 1956. 


Economic Conditions in Norway 


The Governor of the Bank of Norway, Mr. Brofoss, in 
his speech to the Annual Meeting, concluded that the 
Norwegian economy has entered a period in which ex- 
pansion is more balanced than it has been for a number 
of years. The signs of “pressure economy” are less than 
a year ago. 

The Governor stressed that the change which the Nor- 
wegian economy is undergoing may lead to a smaller rate 
of expansion than heretofore; the problem now is to 
achieve an optimum utilization of resources. Today there 
is a demand for Norwegian exports which cannot be cov- 
ered. Therefore, a further reduction in the domestic de- 
mand financed by credit would make it possible to satisfy 
this foreign demand to a greater extent and thereby im 
prove Norway's balance of payments. Moreover, such a 
change in the economy has to be carried out without any 
general unemployment—a danger that is present and 
will become greater, the more general are the contrac- 
tionary measures. 

The Governor pointed out that the sector within which 
monetary policy is effective is smaller than before. There- 
fore, fiscal policy has to play a more dominant role in 


curbing domestic demand. The interest rate, he said, has 
lost much of its importance as a measure for regulating 
economic activity, because it cannot be used as a yard- 
stick for projects in every sector of the economy. Norway 
is in a very interesting period, during which new meas- 
ures for influencing the economy are being sought. Among 
these new measures are voluntary agreements for the lim- 
itation of private bank credit. Experience in other coun- 
tries shows, however, that these agreements themselves 
create certain difficulties. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, February 21, 1956. 


West German Export Bank 


The West German Federation of Industries has sub- 
mitted a memorandum to the Minister of Economics, 
Professor Erhard, requesting the creation of a German 
export bank to finance special medium-term and long- 
term export projects. The bank would be a government 
institution, set up along the lines of the Export-Import 
Bank of Washington. Although the memorandum con- 
tains no technical or financial details, it is thought that 
such a credit institution should be capitalized with 
DM 400-600 million of public funds. 

The memorandum points out that approximately 50 
per cent of German exports consist of capital goods, 
which frequently involve the necessity of granting export 
credits. Credit lines presently available through the Ex- 
port Credit Association (AKA) are limited to a maximum 
of five years; also, German export industry, compelled to 
grant such credits in order to export capital goods, be- 
indebted to banks. By 
granting credit terms of more than five years for special, 
economically sound projects, and by buying up outstand- 
ing, guaranteed claims from the German exporter, the 
new bank would play a useful and necessary role in 
helping the German export industry. 


comes increasingly domestic 


The memorandum emphasizes that there is no inten- 
tion of offering limitless credits in order to expand for- 
eign sales, and that only sound and economically justi- 
fiable projects should be considered. It is not believed 
that German industry would or should thereby be en- 
abled to underbid financial terms offered by competitors 
elsewhere. 

Diisseldorf, 


ary 22, 1956; Frankfurter Allgemeine Zeitung, 


Sources: Handelsblatt, Febru- 


Germany, 
Frankfurt am Main, Germany, February 22, 
1956: The Journal of Commerce, New York, 
N.Y., February 28, 1956. 


Turnover of West German Industry 


The turnover of West German industry increased by 
18 per cent in 1955, to DM 167 billion. Since producer 
prices rose by only some 2 per cent, the increase in turn- 


over was due mostly to a substantial rise in volume. 





The foreign trade turnover increased at the same rate, 
to DM 28.1 billion. 


turnover 


In earlier years, the foreign trade 
had expanded more rapidly than industrial 
turnover as a whole. It may be concluded, therefore, that 
exports are no longer the main expansionary factor in 
the West German economy. The number of people em- 
ployed in West German industry increased during the 
year by a little over one-half million (8.4 per cent), to 
6.5 million. The difference between this increase of 8.4 
per cent and the increase in production (16 per cent) and 
in turnover (18 per cent) indicates substantial progress 
in industrial productivity. 


Source: Neue Ziircher Zeitung. Ziirich. Switzerland, Feb- 


ruary 15. 1956. 


Middle East 


Egyptian-West German Payments Agreement 


Agreement has been reached between the Egyptian and 
the West German Governments establishing a new pay- 
ments system between the two countries on the basis of 
a partly convertible deutsche mark. Under the agree- 
ment, each country is to decrease restrictions on imports 
from the other; for example, German imports of cotton 
from Egypt have been liberalized and the quota for im- 
ports of Egyptian rice has been raised from 10,000 tons 
to 50,000. Egypt's outstanding debt of about DM 63 
million under the expired agreement is to be paid in five 
equal annual installments plus interest at about 2 per cent. 
The first payment will be made in 1957. West Germany 
is to grant Egypt a supplementary credit of DM 22 mil- 
lion. As in the case of Brazil, West Germany has agreed 
to pay for imports from Egypt in partly convertible 
deutsche marks, which Egypt could use in her payments 
to some EPU countries (see this News Survey, Vol. VIII, 
p. 29). 


Reports indicate that Belgium, the Netherlands, and 
the United Kingdom are going to be invited to join the 
arrangement, thus establishing a second regional multi- 
lateral arrangement outside the EPU similar to that ar- 
ranged last year between Brazil, West Germany, the 
United Kingdom, Belgium, and the Netherlands (see this 
Vews Survey, Vol. VIII, pp. 75 and 172). At present, 
Egypt deals with Belgium and the Netherlands on a bi- 
lateral basis; any funds earned by Egypt can be used to 
make payments only to the country from which they are 
earned. If the Brazilian pattern is duplicated, members 
of the group would in effect create a free exchange area 
in which holdings of any one currency could be used in 


inother country of the group. 


Sources: Al Ahram, Cairo, Egypt, various issues; The 
Journal of Commerce, New York, N.Y.. Febru 
1956: Handelsblatt, Diisseldorf, Ger- 


many. February 27. 1956. 


ary 21, 
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Economic Developments in Israel 


Both the ordinary and the development budgets pro- 
posed for Israel for the fiscal year 1956-57 ( April-March) 
are balanced. Ordinary expenditures are estimated at 
1£400.8 million and development expenditures at 1£306.8 
million). The total proposed budget provides for an in- 
crease of 3.7 per cent over 1955-56 estimates, most of it 
in the ordinary budget. 

The Minister of Finance, when presenting the budget 
to the Parliament in the second half of February, stated 
that economic developments in Israel last year were in- 
fluenced primarily by expenditures connected with in- 
creased immigration, which amounted to about 40,000 
persons (4 per cent of the total population), higher de- 
fense expenditures, the drought, increased investment, 
and the rise in world market prices. Despite the drought, 
the value of agricultural production rose by 3.5 per cent 
as a result of the increase in the irrigated area. The larg- 
est increase was in industrial crops, whose value rose by 
about 50 per cent. The cotton crop covered about one half 
of domestic requirements, and next year it will probably 
cover 100 per cent. The water-pipe network for irrigation 
and the number of farms increased substantially during 
1955. Net industrial production expanded by 12-15 per 
cent, and labor productivity in industry by 5-6 per cent. 
Expenditures on construction works rose by 16 per cent. 
National income increased in real terms by 12 per cent 
and amounted to 1£1,750 million. 

Imports, valued at $338 million, were $42 million more 
than in 1954, while exports, at $86 million, were $2 mil- 
lion less than in the earlier year. Thus the trade deficit in- 
creased by 21 per cent, to $252 million. 

Referring to the development budget, the Minister 
stated that by 1959 the area under irrigation will be 
125,000 acres, compared with 220,000 acres in 1955, and 
the gross agricultural production will increase by 63 per 
cent. This will require an investment of [£500 million, 
not counting expenditures on the national water scheme 
and on housing. The Government has resolved to follow 
a firm policy of stabilization, although some inflationary 
pressures must be expected as a result of increased de- 
fense expenditures, immigration, and expected increases 
in exports. 

Source: Israel Office of Information, /srael Digest, New 
York, N.Y., February 27, 1956. 


U.S. Economic and Technical Aid to Jordan 


The budget for U.S. economic and technical aid to 
Jordan during the fiscal year ending June 30, 1956 has 
been fixed at US$5 million. Of the total, $2 million is 
for roads, $1.1 million for water projects, $0.6 million 
for afforestation, $0.3 million for agricultural production, 
$0.33 million for rural projects, and $0.2 million for in- 
dustrial development. The Jordan Government partici- 
pation in these projects amounts to JD 15,000. 
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The total of $5 million presumably includes the $2.3 
million of assistance that had been agreed at the end of 
1955 (see this News Survey, Vol. VIII, p. 217). 


Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 
ruary 18, 1956. 


Lebanon-Rumania Trade Agreement 


A trade agreement between Lebanon and Rumania, 
signed in Beirut on January 6, is for one year and sub- 
ject to renewal. It provides for the mutual extension of 
most-favored-nation treatment and for the right of either 
contracting party to establish commercial representation 
in the territory of the other party. Rumania’s exports to 
Lebanon include wood and wooden products, paper and 
cardboard, paints and varnishes, various chemical and 
pharmaceutical products, livestock, tools, and machinery 
of various types. Lebanese exports include citrus fruits, 
bananas, olive oil, cotton, tobacco, wines, cotton yarn, 
and raw hides. 


Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 


ary ll, 1956. 


Banks Authorized to Deal in Foreign Exchange in Iran 


The council in charge of supervising banks in Iran has 
agreed to allow the Bank Sepah and the Bank Bazergani 
to engage in the sale and purchase of foreign exchange. 
Prior to this ruling, such authorization had been granted 
to only the Bank Melli Iran and the Export Promotion 
Bank. The Bank Bazergani is the largest privately owned 
bank in Iran. 


Source: Keyhan, Teheran, Iran, February 21, 1956. 


U.S. Financial Assistance fo Iran 


The U.S. Government has announced that it will grant 
$20 million to Iran, to be used for budget support; this 
is in addition to the $5 million granted for the same pur- 
pose late in 1955 (see this News Survey, Vol. VIII, 
p. 209). Part of the new grant will be in cash, and part 
will be in the form of purchase authorizations. The grant 
will be made available to the Ministry of Finance through 
the channels of the International Cooperation Adminis- 
tration’s Point Four operations in Iran. In the past 
seven months, U.S. grants to Iran have totaled $18 
million. 


On February 24, an agreement was signed by Iran and 
the Export-Import Bank of Washington, finalizing a loan 
(which had been authorized in August 1955) of $14 mil- 
lion by the Bank, for an improvement program of the 
Iranian State Railways (see this News Survey, Vol. VIII, 
p. 68). 

Sources: Keyhan, Teheran, Iran, February 16, 1956; The 
Export-Import Bank of Washington, Press Re- 
lease, Washington, D.C., February 24, 1956. 


lraq’s Budget and Petroleum Receipts 


The Iraqi Minister of Finance stated in the annual 
budget speech that ordinary budget expenditures for the 
fiscal year beginning April 1, 1956 are estimated at 
ID 65.09 million, compared with the estimate of ID 55.62 
million for the current year. The increase is made pos- 
sible by higher receipts from the petroleum sector, 30 
per cent of which is allocated to the ordinary budget. 
In the calendar year 1955, these receipts amounted to 
the equivalent of ID 73.7 million, compared with ID 68.4 
million in the previous year. The increase in petroleum 
receipts also made possible an increase in foreign assets, 
from the equivalent of ID 94.5 million in September 1954 
to ID 131.5 million in October 1955. 


Sources: The Iraq Times, Baghdad, Iraq, January 6 and 
9, 1956. 


Far East 
India’s Steel Production Plans 


The Government of India has agreed in principle on 
the construction of a one-million ton steel mill at Durga- 
pur, West Bengal, with British assistance (see this News 
Survey, Vol. VIII, p. 83). It is estimated that the project 
will cost Rs 1,060 million (US$223 million) : the foreign 
exchange cost will be Rs 670 million ($141 million), and 
the cost in local currency will be Rs 390 million. Of the 
foreign exchange cost, Rs 200 million will be loaned by 
the U.K. Government, and Rs 160 million by a syndicate 
of British banks. These loans will be utilized for making 
payments to suppliers during the latter half of the Sec- 
ond Five Year Plan, while payments in the next two years 
will be made out of India’s own foreign exchange hold- 
ings. The details of the Indo-British steel agreement, in- 
cluding the rate of interest on the proposed loans, will 
be settled within three months. For the Rs 160 million 
loan, however, it is understood that the interest rate will 
be 1 per cent above the U.K. bank rate, which is 51% 
per cent. 


The Government of India also expects to complete 
negotiations with the U.S.S.R. within a fortnight for the 
construction of the steel mill at Bhilai, Madhya Pradesh 
(see this News Survey, Vol. VII, p. 273). This project is 
expected to cost Rs 1,260 million ($265 million), includ- 
ing approximately Rs 430 million for the purchase of 
It is likely that a rela- 
tively large proportion of its steel requirements will be 


Russian equipment, materials, etc. 


met from domestic supplies. The Soviet Government has, 
however, already agreed to grant a loan at 2'% per cent 
interest, repayable in 12 annual installments. 


Sources: The Times of India, Bombay, India, Febru- 
ary 25, 1956; The Economist, London, England, 


March 3. 1956. 
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The foreign trade turnover increased at the same rate, 
to DM 28.1 billion. 


turnover had expanded more rapidly than industrial 


In earlier years, the foreign trade 


turnover as a whole. It may be concluded, therefore, that 
exports are no longer the main expansionary factor in 
the West German economy. The number of people em- 
ployed in West German industry increased during the 
year by a little over one-half million (8.4 per cent), to 
6.5 million. The difference between this increase of 8.4 
per cent and the increase in production (16 per cent) and 
in turnover (18 per cent) indicates substantial progress 


in industrial productivity. 


Source: Neue Ziircher Zeitung. Ziirich. Switzerland. Feb- 


ruary 15, 1956. 


Middle East 


Egyptian-West German Payments Agreement 


Agreement has been reached between the Egyptian and 
the West German Governments establishing a new pay- 
ments system between the two countries on the basis of 
a partly convertible deutsche mark. Under the agree- 
ment, each country is to decrease restrictions on imports 
from the other; for example, German imports of cotton 
from Egypt have been liberalized and the quota for im- 
ports of Egyptian rice has been raised from 10,000 tons 
to 50,000, Egypt's outstanding debt of about DM 63 
million under the expired agreement is to be paid in five 
equal annual installments plus interest at about 2 per cent. 
The first payment will be made in 1957. West Germany 
is to grant Egypt a supplementary credit of DM 22 mil- 
lion. As in the case of Brazil, West Germany has agreed 
to pay for imports from Egypt in partly convertible 
deutsche marks, which Egypt could use in her payments 
to some EPU countries (see this News Survey, Vol. VIII, 
p- 29). 

Reports indicate that Belgium, the Netherlands, and 
the United Kingdom are going to be invited to join the 
arrangement, thus establishing a second regional multi- 
lateral arrangement outside the EPU similar to that ar- 
ranged last year between Brazil, West Germany, the 
United Kingdom, Belgium, and the Netherlands (see this 
Vews Survey, Vol. VIII, pp. 75 and 172). 


Egypt deals with Belgium and the Netherlands on a bi- 


At present, 


lateral basis; any funds earned by Egypt can be used to 
make payments only to the country from which they are 
earned, If the Brazilian pattern is duplicated, members 
of the group would in effect create a free exchange area 
in which holdings of any one currency could be used in 


nother country of the group. 


Sources: Al Ahram, Cairo, Egypt, various issues; The 
Journal of Commerce, New York, N.Y., Febru- 
ary 21. 1956: Handelsblatt, Diisseldorf, Ger- 


many. February 27. 1956. 
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Economic Developments in Israel 


Both the ordinary and the development budgets pro- 
posed for Israel for the fiscal year 1956-57 ( April-March) 
are balanced. Ordinary expenditures are estimated at 
1£400.8 million and development expenditures at 1£306.8 
million). The total proposed budget provides for an in- 
crease of 3.7 per cent over 1955-56 estimates, most of it 
in the ordinary budget. 

The Minister of Finance, when presenting the budget 
to the Parliament in the second half of February, stated 
that economic developments in Israel last year were in- 
fluenced primarily by expenditures connected with in- 
creased immigration, which amounted to about 40,000 
persons (4 per cent of the total population), higher de- 
fense expenditures, the drought, increased investment, 
and the rise in world market prices. Despite the drought, 
the value of agricultural production rose by 3.5 per cent 
as a result of the increase in the irrigated area. The larg- 
est increase was in industrial crops, whose value rose by 
about 50 per cent. The cotton crop covered about one half 
of domestic requirements, and next year it will probably 
cover 100 per cent. The water-pipe network for irrigation 
and the number of farms increased substantially during 
1955. Net industrial production expanded by 12-15 per 
cent, and labor productivity in industry by 5-6 per cent. 
Expenditures on construction works rose by 16 per cent. 
National income increased in real terms by 12 per cent 
and amounted to 1£1,750 million. 

Imports, valued at $338 million, were $42 million more 
than in 1954, while exports, at $86 million, were $2 mil- 
lion less than in the earlier year. Thus the trade deficit in- 
creased by 21 per cent, to $252 million. 

Referring to the development budget, the Minister 
stated that by 1959 the area under irrigation will be 
125,000 acres, compared with 220,000 acres in 1955, and 
the gross agricultural production will increase by 63 per 
cent. This will require an investment of 1£500 million, 
not counting expenditures on the national water scheme 
and on housing. The Government has resolved to follow 
a firm policy of stabilization, although some inflationary 
pressures must be expected as a result of increased de- 
fense expenditures, immigration, and expected increases 
in exports. 

Source: Israel Office of Information, Israel Digest, New 


York, N.Y., February 27, 1956. 


U.S. Economic and Technical Aid to Jordan 


The budget for U.S. economic and technical aid to 
Jordan during the fiscal year ending June 30, 1956 has 
been fixed at US$5 million. Of the total, $2 million is 
for roads, $1.1 million for water projects, $0.6 million 
for afforestation, $0.3 million for agricultural production, 
$0.33 million for rural projects, and $0.2 million for in- 
dustrial development. The Jordan Government partici- 
pation in these projects amounts to JD 15,000. 
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The total of $5 million presumably includes the $2.3 
million of assistance that had been agreed at the end of 
1955 (see this News Survey, Vol. VIII, p. 217). 


Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 
ruary 18, 1956. 


Lebanon-Rumania Trade Agreement 


A trade agreement between Lebanon and Rumania, 
signed in Beirut on January 6, is for one year and sub- 
ject to renewal. It provides for the mutual extension of 
most-favored-nation treatment and for the right of either 
contracting party to establish commercial representation 
in the territory of the other party. Rumania’s exports to 
Lebanon include wood and wooden products, paper and 
cardboard, paints and varnishes, various chemical and 
pharmaceutical products, livestock, tools, and machinery 
of various types. Lebanese exports include citrus fruits, 
bananas, olive oil, cotton, tobacco, wines, cotton yarn, 
and raw hides. 


Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 


ary ll, 1956. 


Banks Authorized to Deal in Foreign Exchange in Iran 


The council in charge of supervising banks in Iran has 
agreed to allow the Bank Sepah and the Bank Bazergani 
to engage in the sale and purchase of foreign exchange. 
Prior to this ruling, such authorization had been granted 
to only the Bank Melli Iran and the Export Promotion 
Bank. The Bank Bazergani is the largest privately owned 
bank in Iran. 


Source: Keyhan, Teheran, Iran, February 21, 1956. 


U.S. Financial Assistance fo Iran 


The U.S. Government has announced that it will grant 
$20 million to Iran, to be used for budget support; this 
is in addition to the $5 million granted for the same pur- 
pose late in 1955 (see this News Survey, Vol. VIII, 
p. 209). Part of the new grant will be in cash, and part 
will be in the form of purchase authorizations. The grant 
will be made available to the Ministry of Finance through 
the channels of the International Cooperation Adminis- 
tration’s Point Four operations in Iran. In the past 
seven months, U.S. grants to Iran have totaled $18 
million. 


On February 24, an agreement was signed by Iran and 
the Export-Import Bank of Washington, finalizing a loan 
(which had been authorized in August 1955) of $14 mil- 
lion by the Bank, for an improvement program of the 
Iranian State Railways (see this News Survey, Vol. VIII, 
p. 68). 

Sources: Keyhan, Teheran, Iran, February 16, 1956; The 
Export-Import Bank of Washington, Press Re- 
lease, Washington, D.C., February 24, 1956. 


Iraq's Budget and Petroleum Receipts 


The Iraqi Minister of Finance stated in the annual 
budget speech that ordinary budget expenditures for the 
fiscal year beginning April 1, 1956 are estimated at 
ID 65.09 million, compared with the estimate of ID 55.62 
million for the current year. The increase is made pos- 
sible by higher receipts from the petroleum sector, 30 
per cent of which is allocated to the ordinary budget. 
In the calendar year 1955, these receipts amounted to 
the equivalent of ID 73.7 million, compared with ID 68.4 
million in the previous year. The increase in petroleum 
receipts also made possible an increase in foreign assets, 
from the equivalent of ID 94.5 million in September 1954 
to ID 131.5 million in October 1955. 


Sources: The Iraq Times, Baghdad, Iraq, January 6 and 
9, 1956. 


Far East 
India's Steel Production Plans 


The Government of India has agreed in principle on 
the construction of a one-million ton steel mill at Durga- 
pur, West Bengal, with British assistance (see this News 
Survey, Vol. VIII, p. 83). It is estimated that the project 
will cost Rs 1,060 million (US$223 million): the foreign 
exchange cost will be Rs 670 million ($141 million), and 
the cost in local currency will be Rs 390 million. Of the 
foreign exchange cost, Rs 200 million will be loaned by 
the U.K. Government, and Rs 160 million by a syndicate 
of British banks. These loans will be utilized for making 
payments to suppliers during the latter half of the Sec- 
ond Five Year Plan, while payments in the next two years 
will be made out of India’s own foreign exchange hold- 
ings. The details of the Indo-British steel agreement, in- 
cluding the rate of interest on the proposed loans, will 
be settled within three months. For the Rs 160 million 
loan, however, it is understood that the interest rate will 
be 1 per cent above the U.K. bank rate, which is 51% 
per cent. 


The Government of India also expects to complete 
negotiations with the U.S.S.R. within a fortnight for the 
construction of the steel mill at Bhilai, Madhya Pradesh 
(see this News Survey, Vol. VII, p. 273). This project is 
expected to cost Rs 1,260 million ($265 million), includ- 
ing approximately Rs 430 million for the purchase of 
Russian equipment, materials, etc. It is likely that a rela- 
tively large proportion of its steel requirements will be 
met from domestic supplies. The Soviet Government has, 
however, already agreed to grant a loan at 2'% per cent 
interest, repayable in 12 annual installments. 

Sources: The Times of India, Bombay, India, Febru- 


ary 25, 1956; The Economist, London, England, 
March 3, 1956. 
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Ceylon’s Housing Debentures 


The Government of Ceylon’s National Housing Deben- 
tures, amounting to Rs 10 million, were oversubscribed 
on the first day of issue (January 16, 1956). The issue 
carries interest at 3 per cent per annum and is repayable 
on January 16, 1971. The Government will have the 
option of repayment on or after January 16, 1969. 

The Cabinet has also authorized the Ministry of Indus- 
tries, Housing, and Social Services to raise a further 
total of Rs 30 million, under the National Housing Act. 
The Ministry is therefore planning another issue of 
Rs 10 million in the near future. It is reported that some 
housing projects were held up because of a shortage of 
funds. 


Sources: The Ceylon Government Gazette, January 6, 
1956, and Ceylon News, January 26, 1956, Co- 
lombo, Ceylon. 


Thailand's Rice Exports in 1955 


Milled rice exports from Thailand in 1955 totaled 1.2 
million metric tons, an increase of 0.2 million metric 
tons over exports in 1954. Approximately one half of 
Thailand's rice exports in 1955 went to U.K. territories 
in Asia, and 28 per cent went to Japan. 

Exportable supplies of rice in 1956 are reported to be 
about 1.4-1.5 million metric tons. All exports will come 
from the new 1955-56 crop, since rice stocks from the 
1954-55 crop were exhausted before the end of the year. 
The 1955-56 harvest, mainly in December, is reported 
to be unusually large. 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., February 20, 1956. 


Vietnam's Agricultural Credit to Rice Growers 


The Crédit Agricole Populaire established by the Re- 
public of Vietnam extends loans to needy rice growers 
on liberal repayment terms and at low interest rates. 
Each loan is limited to 800 piastres per hectare on a maxi- 
mum of 5 hectares for each rice grower. Up to October 
1955, the first tranche of credit thus extended had 
reached 30 million piastres, to accommodate about 
15,000 requests for loans. However, the number of rice 
growers who have not succeeded in obtaining loans but 
who can fulfill the required conditions for borrowing 
remains very large. Accordingly, the Government in 
November 1955 appropriated to the Crédit Agricole 
Populaire a second credit tranche amounting to 25 mil- 
lion piastres, which will permit the granting of new loans 
to about 13,000 rice growers. Of this additional amount, 
10 million piastres will be extended in Central Vietnam. 
Sources: Banque Nationale du Vietnam, Bulletin Eco- 
nomique, Saigon, Vietnam, November 15 and 
30, 1955. 
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Taiwan Sugar Sales 


The General Manager of the Taiwan Sugar Corporation 
informed the press on January 18 that already in 1956 
over 200,000 tons of sugar had been sold for export by 
Taiwan. This figure includes contracts for the sale of 
20,000 tons of sugar to Iran and 100,000 tons to Pakistan. 
Under a contract signed last year, 200,000 tons of sugar 
will be shipped to Japan in 1956. Since total exports of 
sugar from Taiwan this year are expected to be around 
800,000 tons, the Republic of China has submitted a pro- 
posal for withdrawal from the International Sugar Agree- 
ment. 


Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., February 13, 1956. 
UNKRA Aid for Korean Textile Mills 


The Agent-General of the United Nations Korean Re- 
construction Agency (UNKRA) announced on January 30 
plans to assist four Korean textile plants by the import 
of “opening and picking” machinery that will permit the 
use of cheaper raw cotton, save labor, and produce a 
better and stronger yarn than is possible with the machin- 
ery now in use. The $575,000 project will provide five 
complete operating units of machinery. 

It was also announced that shipments totaling 30,000 
pounds of rayon yarn, imported for the Korean textile 
industry by UNKRA, arrived in Pusan in January. The 
yarn, made in Italy and valued at more than $150,000, is 
part of the approximately $5 million worth of industrial 
commodities ordered by UNKRA under its 1955 program. 
The other commodities ordered include raw rubber, tires 
and tubes, printing supplies, printing paper, and parts for 
bicycle manufacture. At present, salable goods worth 
approximately $3.4 million, imported by UNKRA, are on 
hand in the Office of Supply warehouses awaiting sale and 
distribution to manufacturers and processors. 

Sources: The Korean Republic, Seoul, Korea, January 31 
and February 2, 1956. 


Japan's Population 

The Japanese Government has announced that the pop- 
ulation of Japan on October 1, 1955 was 89,275,529. 
Until the next census in 1960 this will be used as the 
basic figure for elections and other political or financial 
measures undertaken by the Government. 

The total area of Japan is 368,000 square kilometers. 
The population density is 242.3 persons per square kilo- 
meter, compared with 20 for the United States, 1 for 
Canada, 9 for the U.S.S.R., 60 for China, 208 for the 
United Kingdom, and 200 for West Germany. The only 
countries with denser populations are the Netherlands 
(324 per square kilometer) and Belgium (288). 

On the other hand, the rate of increase of Japan’s 
population has fallen somewhat in recent years. Five or 
six years ago it was estimated that Japan would have a 
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population of 90 million in 1954 and of 100 million in 
1957. Since the death rate has decreased as a result of 
medical progress, the decline in the rate of increase must 
be ascribed to widespread birth control. It used to be 
estimated that the rate of increase would be 1 million per 
year, but in 1955 the increase was actually 660,000. At 
this rate the Japanese population is not likely to reach 
100 million before 1972 or 1973. 

Source: The Nippon Times, Tokyo, Japan, February 25, 

1956. 


Indonesia-U.5. Agricultural Surplus Sale Agreement 


Indonesia has entered into an agreement with the 
United States to purchase about US$96 million worth of 
surplus U.S. farm products. The agreement, signed in 
Djakarta on March 2, 1956, is the largest so far negoti- 
ated under Title I of the U.S. Public Law 480 of the 83rd 
Congress; it also is the first agreement to be concluded 
under that program calling for delivery 
products over a two-year period. 

The commodities to be sent to Indonesia include about 
550 million pounds, or 275,000 metric tons, of rice valued 
at $35.8 million; about 206,000 bales of cotton valued 
at $36 million; 23 million pounds of leaf tobacco worth 
$15 million; and about 1.27 million bags of wheat flour 
worth $5 million. There is also a provision of $4.9 million 
for ocean transportation of the commodities covered by 
the agreement. 


of surplus 


Indonesia will pay for the commodities in rupiah, most 
of which, however, will be loaned back to Indonesia for 
financing long-term economic development. The remain- 
der will be used for the development of agricultural 
marketing in Indonesia, for providing mutual trade in- 
centives, and for educational exchange. 

The rice purchases under the agreement have a special 
significance for Indonesia in view of the considerable 
depletion of its rice stocks because of the rather poor crop 
in 1955. The domestic procurement of rice in 1955 came 
to about 300,000 tons, which was only about half of what 
had been planned. Consequently, contrary to the earlier 
expectations of achieving near self-sufficiency in rice this 
year, contracts had to be concluded during the latter 
half of the year for the import of 550,000 tons of rice, 
of which 325,000 tons were reported to have arrived in 
Indonesia by February 1, 1956. 

Sources: Department of Agriculture, Press Release, 
March 2, 1956, and The Washington Post and 
Times Herald, March 3, 1956, Washington, D. C. 


United States and Canada 


U.S. Cotton Exports 


In an effort to regain a larger share of the world cotton 
export market, the U.S. Department of Agriculture has 
announced that its surplus inventory, now over 4 million 
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bales, will be offered for export at competitive prices. Bids 
will soon be accepted by the Department for delivery 
abroad after August 1. This is in addition to the 1 mil- 
lion bales of short-staple cotton which were offered to ex- 
porters at the beginning of 1956 (see this News Survey, 
Vol. VIII, pp. 63 and 123), all of which had been sold 
by the end of February at prices 6 to 8 cents per pound 
below the domestic price, or about in line with prevailing 
international prices. 

It is reported that Egypt, the five Central American 
Republics, and Peru have formally protested against the 
U.S. cotton export policy. 

Sources: The Wall Street Journal, New York, N. Y.., 
February 29, 1956; The Washington Post and 
Times Herald, Washington, D. C., March 6, 1956. 


Canadian Import Surplus 


Canadian exports during 1955 rose by $405 million, 
to $4,351 million, an increase of 10 per cent over 1954 
exports, but imports increased by $618 million, to $4,711 
million, a gain of 15 per cent (all figures are in Canadian 
dollars). As a result the trade deficit was $360 million, 
more than $200 million higher than in 1954 and the 
largest on record. Most of the increase in the deficit oc- 
curred in the second half of the year, when imports rose 
strongly. Imports from the United States expanded by 
$491 million, against an increase of only $245 million in 
exports to that country. thus accounting for the whole of 
the increase in the over-all deficit. The overseas surplus. 
on the other hand, rose only moderately, a substantial 
increase in exports to the United Kingdom and other 
sterling countries being largely offset by the effects of 
increased imports from the rest of the world. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, February 16, 1956. 


Canadian Trade Agreement with U.5.5.R. 


Under a trade agreement signed by Canada and the 
U.S.S.R. on February 29, the Soviet Union has under- 
taken to buy between 44 million and 55 million bushels of 
Canadian wheat during the three years covered by the 
agreement, the lower figure being a minimum but the 
higher depending to some extent on the value of Canadian 
imports from the U.S.S.R. The wheat will be sold at the 
prices concurrently charged to other major purchasers. 
In return, Canada will accord most-favored-nation treat- 
ment to Soviet goods. There is no undertaking to import 
specific quantities of any Soviet product, and Canada’s 
strategic export controls are not affected. In addition. 
Canada reserves the right to set its own value for customs 
purposes on any Soviet product which might enter Canada 
in such quantities as to cause serious damage to domestic 
producers. 

Source: The Globe and Mail, Toronto, Canada, March 1, 
1956. 
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Canadian Investment Plans for 1956 


Planned investment outlays in Canada during 1956 
amount to Can$7.5 billion, 21 per cent above the actual 
expenditure of Can$6.2 billion in 1955. The largest in- 
creases are indicated for mining, utilities, and manufac- 
turing (especially in such export industries as paper and 
nonferrous metals, and in iron and steel and chemicals). 
Housing and commercial construction will continue high, 
and highway construction programs will lead to increased 
spending by the provincial governments. The program 
is officially expected to “exert strong demand pressures 
on the Canadian economy.” It is also regarded as unlikely 
that such a large increase will be physically possible, 
in view of the tight supply situation in materials, such 
as steel, both in Canada and abroad. 


Source: Department of Trade and Commerce, Press Re- 
lease, Ottawa, Canada, February 23, 1956. 


Latin America 


Improvement in Cuban Economic Conditions 


There was a seasonal revival in the Cuban economy 
in the fourth quarter of 1955, with national income im- 
proving steadily and prices generally stable. Trade and 
production values in most lines were higher than in the 
corresponding quarter of 1954. The estimated national 
income and gross national product for 1955, while moder- 
ately below the record levels of 1951-52, were more than 
7 per cent greater than in 1954. 


Sugar exports in 1955 exceeded those in 1954, and the 
reduction in carry-over stocks and sustained advance sales 
have encouraged the Government to authorize a moderate 
increase in sugar production in 1956, the first since 
1952. For the first time in ten years, Cuba had by late 
1955 a significant export surplus of coffee. It amounted 
to some 35 million pounds, of which about one fourth 
was shipped in the fourth quarter; the remainder 
is to be sold in the next few months, mostly to European 
countries. 


Peso notes in circulation expanded seasonally, by al- 
most 5 per cent, in the fourth quarter. The National Bank 
deposits that are subject to reserve requirements con- 
tracted as the State’s accounts were drawn down to meet 
budgetary and public investment expenditures. The ex- 
pansion of domestic credit by the National Bank, which 
had been used in the third quarter of the year to counter- 
act the traditional slack season in Cuba, was only moder- 
ate. Discounts and other advances to banks expanded by 
about 11 per cent, and direct advances to the State secured 
by Treasury notes increased. These expansionary factors 
were largely offset by net reductions in the National 
Bank’s portfolio of government bonds and in public 
security holdings for the State’s account. 
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The total money supply increased by more than 3 per 
cent in the fourth quarter and by 5 per cent during the 
year. Improved collections of sales and consumption 
taxes and, to a lesser degree, of the income tax helped 
support budgetary receipts at satisfactory levels. Budget- 
ary expenditures were abnormally high, however, and 
an estimated 15 million peso deficit was registered for 
the first half of the fiscal year 1955-56. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., February 20, 1956, 


Other Countries 


Financing of Kariba Dam Project 


The costs of the first stage of the Kariba Dam project 
on the Zambesi River are now estimated at £79.41 mil- 
lion, while development to its ultimate capacity will cost 
£113.22 million. Previous estimates had put the costs of 
the first stage at £54.45 million, and of the completed 
project at £85 million (see this News Survey, Vol. VII, 
p. 292). The increase in estimated costs is due partly to 
the substitution of higher power generating sets and to 
the incorporation into the scheme of a 300-mile trans- 
mission line between Bulawayo and Salisbury. 


The copper mining companies of the Federation of 
Rhodesia and Nyasaland have undertaken to contribute, 
in the coming years, £30 million to the financing of the 
Rhodesia Railways and the Kariba hydroelectric scheme. 
According to the Federation’s Minister of Finance, £12 
million of the £30 million agreed upon is expected to go 
into the Kariba project. The copper mining companies 
will carry out part of their commitment by subscribing, 
in the years July 1956-June 1960, to £20 million of 4% 
In addition, the 
companies will pay a surcharge on power to be supplied 
by the Kariba plant in the period 1961-67, and thus 
contribute a further £10 million. 


per cent Federal Government bonds. 


Sources: The Financial Times, London, England, Feb- 
ruary 25, 28, and 29, 1956. 
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